COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

- RECEIWVED
In the Matter of: MAR 2 4 2803
) PUBLIC SERVICE
JACKSON ENERGY COOPERATIVE CONRMIBBION
CORPORATION '
CASE NOC.

EPO02:0011.94
ALLEGED FAILURE TO COMPLY WITH
KRS 278.300(1)
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SETTLEMENT AGREEMENT

This Settlement Agreement is made and entered into on this M day of
% ;6}82’3 between JACKSON ENERGY COOPERATIVE CORPORATION
(“Jabkson nergy”), FRED CALLAHAN, FRED M. BROWN, EDWARD G. STAMPER,
KEITH BINDER, DALE.MADDEN, STEVE PATTON, JR., AND DONALD THOMPS'ON
{"Named Uirectors”) and the STAFF OF THE PUBLIC SERVICE COMMISSION
{*Commission Siaff”).

| WITNESSETH: _

WHEREAS, on Aprii 29, 2002, the Public Service Commission. {*Commission™)
enterad a show cause O_rdt:zl in Case Nu. 2002-00118 ayainsl Jackson Ernergy in which
. It stated that it had suffisient evidence to believe that Jackson Enérgylf héd"'failed to
comply with KRS 278.300(1), which slaios (il 1o ulilly shall issue svidences of
indebtedness or assume any obligations or indébtedness of any other person Qntil it has

received appivval o du so from the Commission; and '



WHEREAS, on April 29, 2002, the Commission entered a show cause Order in
Case No. 2002-00119 against the Némed Directors in which it stated that-it had
sufficient evidence to believe that they had aided and abetted Jackson Energy in its
failure to comply with KRS 278.300(1); and

WHEREAS, the Commission ordered Jackson Energy and the Named Directors
{o show cause wh_y they should not be subject to the penaities of KRS 278.990(1) for
the alleged viclation; and

WHEREAS, on May 17, 2002, Jackson Energy and the Named Directors, by;'
counsel, ﬁléd a response to the Commission's .Order of Aprii 28, 2002 in which they
asserted tha£ they did not willfully fail to com.ply with KRS 278.300(1) and that any
failure to comply was due to oversight; and |

WHEREAS, on May 30, 2002, Jackson Energy ahd the Named Dire.ctors,
through counsel, met at an informal conference at the Commission's offices; and |

WHEREAS, Jackson Energy, the Named Directors, and Commissi.on Staff desire
to_settle the issues raised by this proceeding and have entered into this Settlement
Agreement through compromise; |

NOW, THEREFORE, Jackson Energy, thé Narﬁed Directors, and Commissicn
Staff agree thét: |

| 1. Jackson Energy is a Kentucky coopérati.ve corporation engaged in the

distribution of eieqtric:‘tty fo the public fpr compensation for lights, heat, power, aﬁd other
uses, and is a utility subject to Commission jurisdiction pursuant to KRS 278.010 and

KRS 279.210.
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2. Jackson Energy and the Named Directors have a duty to comply with the
provisions of Chapter 278 of the Kentucky Revised Siatutes and Commission
regulations promulgated thereunder.

3. In lieu of any penalty that thé Commission might assess against Jackson
Energy for the violations ci{ed, Jackson Ene_rgy shall:
- (@) Include in each of iis anhual reports to its members a full disclosure
of all subsidiary activity of Jackson Energy.

{(b) The disclosure shall include the name of each subsidiary of
Jackson Energy, a description of each subsidiary’s activities, and the impéct that each
subsidiary -has had on Jackson Energy's books for that year.

(c) File with the Commission each year, as an addendum to its annual
rebort, the name of each sub_sidia.ry of Jackson Energy, a description of each -
subsidiary’s activities, the impact that each subsidiary has had oﬁ Jackson Energy's
books for that year, and financial statements on each subsrdiary

4. The Named Directors shall each be assessed a civil penalty in the amount
of $100 for the viclation cited herein. The penalty against each director shall be_
suspénded on the following c:ondition-s:

(@)  The Named Directors shall prepare and develop, or cause to be
' prepared and developed, a training _seminar, with hand-cuts, covering the pr_oyisions of
KRS C.hapter 278 and 279 and the provisions of the adminis_trat_ive reéulations
contained in Chapter 807 that are applicable to rural electric cooperatives, fo be hleld. no
later than & months from the date of the Commission’s Order approving this Settlemeht_

Agreement.
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(b)  An outline of the fraining seminar and a copy of aill documents the
| Named Directors plan to disseminate at the seminar shall be submitted to Commission
Staff for prior review and approval.

(c)  All current Directors of Jackson Energy, ééch of the Named
Directors and the President and CEO shali be required to attend the seminar.

(d). Evidence of attendance at the seminar of lthose individuals
identified in 4(c) shall be filed with the Commission within 10 days of the date of the.
seminar. | |

5. If the Commission finds the evidence of attehdance sufficient, it shall enter
an Order dismissing the case and veiding the suspended penalty of $100 'against each
Named Director.,

8. Nothing contained herein shall be construed as an admission of a willful
violation of any étatute or administrative regulation, nor shall the Commission's
acceptance of this agreement be_. constrﬁed as a finding of a willful violation of any
statute or administrative regulation.

7. This Settlement Agreement is subject to the acceptance of and approval
by the Commission.

8 Gommission Staff shall recommeﬁd to the GCommission that this
Settlehent Agreement be accepted and_ apbroved. '

9, if the Commission fails to accept and approve the Settlement Aéreement
in is entirety,.. this proceeding shall gb forward and -neither ’Eh.e terms of this Settlement
Agreement nor any matte_rs raiséd.during setttement negotiations shall be bindir_ug on

any of the signatories.
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10.  If the Commission accepts and adopts this Settlement Agreemént in its
entirety and enters an Crder in this proceeding to that effect, neither Jackson Energy
nor the Named Directors shall apply for a rehearing in this matter, nor bring iegal action
for judicial review of the Order.

IN WITNESS WHEREOF,  Jackson Energy, the Named _D'irectors and

Commission Staff have executed this Settlement Agreement the day and year first

above written.
JACKSON ENERGY COOPERATIVE FSTAFF OF THE PUBLIC SERVICE
CORPORATION COMMIS,ISON
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